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Section 1 - Mayor speech 


Whilst celebrating 20 years of democracy it was also the year in which we 
had to bid a Final farewell to former President Nelson Mandela, the- person 
who was the most influential in assuring us our democracy. His death was a 
time of reflection, of what we have achieved to date and what is really 
Important going forward. Tne general elections on the 7th of May reminded 
me once again of his contribution to this country. 

It also reminded me of a time when not all South Africans could vote, of the 
lives lost in the fight to win true democracy for our country, and of the hard 
work to keep that democracy alive and well. To create a thriving country and 
improve the lives of all South Africans and to deliver on promises made in 
1994, To keep Madiba's dream alive. 

The Council success was mirrored in the support the ANC received from <ai 
IGarib voters on the 7 th of May when they gave the mandate to continue 
with what we started three years ago. 

The current term or this Council was marked by achievements In terms of 
development such as housing, bulk water upgrading, upgrading of excess 
roads and storm water, upgrading of the R27 road, renewable energy in the 
form of solar and hydro facilities and the establishment of a holiday resort. 

This budget is preceded by the most intense participation processes, Every 
single town and village from Kenlwdt up to Riemvasmaak had been visited, 

The public was sensitized in terms of Council's financial challenges to 
execute its mandate as well as the public's responsibility to empower the 
municipality to deliver by means of service their rates and service accounts. 
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Council is committed to work hard to make a positive contribution towards 
the Ikes of a l II our residents. Council together with management is also 
committed to improve inis Mi ? coming yed r in terms o r Kai ! Gnrib's audit 
outcomE as well as the cash Row situation. 

Tariff Implications 

The National Electric ity Regulator (NERSA) has approved an <n crease \ft 
thebulk tariff from Eskom of G.06%. National Treasury In MFMA Circular No. 
70 advises local government “to structure their 2 014/ IS electricity tariffs 
increases based on the approved 7,39% NERSA guideline tariff increase/' 
Unfortunately for Kai IGarib NERSA did not approve any Increase as our 
tariffs are already within the upper limits for this area. Especially for prepaid 
customers there will be 3 Q% increase- In Kai IGarib our electricity 
contemners comprise 70% prepaid and 30% conventional users. 

The effect of no increase on electricity tariffs has a material effect on the 
Municipality's cash flow as electricity is the biggest driver in terms of income 
generation. 

The water tariff Increases will be 12% across the board, Looking forward 
Council will be assessing this tariff along with the existing service standards. 

Thc refuse and sewage tariffs wik be increased by 12% for both domestic: 
and business consumers, 

Assessment Rate Rebates 

A new valuation roll i$ being implemented on the 1 st of July 2014, En terms 
of legislation the values are based on market value, In essence the values of 
this roll represent the Increase in market value from the previous roll in 
2010 up to now. The municipal ty is confident that ihis roll is of a better 
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standard than the previous rah and therefore also reflects many corrections 
on the previous roll- 

Considering the above as well as the non -approval of electricity increases 
the races tariffs are not decreased with the implementation or ihe new roll 
The rehate in terms of the AoL on residential properties increase to R50,G0O 
Farming rehate will be 22.5% of residential tariff instead of the 25% 
prescribed by legislation. Any other rebates as per 201 3/ 14 tariffs will oe 1 
done away with. 

The municipality also introducing a separate business rales tariff, 

Other matters 

Employee costs have risen hy 15,8% on the 2QL3/14 adjustment budget 
figure. This includes the annual increase of 6.8% on basic remuneration as 
Instructed hy the Local Government Bargaining Council, as well as 
corrections in terms of the 20 ' 3/1*1 budget. 

The repairs and maintenance budget for 2014/1 Swill decrease by 3% on 
the adjustment budget figure for 20 3,3/14, Council has 
noted the requirements of Ivalionai Treasury In Circular 20 to increase 
Repairs and Maintenance, however Council must be realistic within the cash 
how limitations. The simple fact is that In KA1 IGAftlB's geographically area 
means that the budget provision wifi never be enough. 

As mentioned earlier the municipality is facing many challenges, e,g, the 
improvement on the audit opinion, t ho improvement of the municipality's 
cash flow and on top of that compliance to SCO A. SCO A alone will take an 
enormous amount of time effort and probably money at all levels lo ensure 
full compliance. 



Putting a budget together was not an easy task and I thank the Director of 
Finance, and his team for drawing up a budget which may not make 
everybody happy, but will try to bring KAI 5GARIB to financially sound level. 
Thank you also to the Acting Municipal Manager who I believe has done an 
excellent job in leading the administration and to the Directors and staff for 
their continued hard: work in delivering services under sometime difficult 
circumstances. 

My thanks to my Mayoral Committee, to you Mariam Speaker and my AMC 
comrades In Council and Indeed to all Councillors for your active and, at 
limes very lively, inputs in Council. This is what democracy is about. 


Section 2 - Council Resolutions 


RECOMMEN DATION 


The Council approved and adopted the following resolutions; 

X. The Council of Kai 'Ganb Municipality, acting in terms of section 24 of the 
Municipal Finance Management Act, (Act 5G of 2003) approves and 
adopts: 


1.1, The annual budget of the municipality for the financial year 
2014/15 and the multi-year and single-year capital appropriations as 
set out in the following labfes; 

l.l.l. Budgeted Financial Performance (revenue and expenditure 
summary) as contained In the annual budget report Table Alj 

6 


27 JUNF 2014 


1.1. ?. Budgeted Financial Performance (revenue and expenditure by 

standard classification; as contained in the annual budget report 
Table A2; 

1.1. 3. Budgeted financial Performance (revenue and expenditure by 
municipal vote) as contained in the annual budget report Iab ; G 
A3; 

1.1. 4. Budgeted Financial Performance (revenue by Source and 
expenditure by type) as contained In the annual budge! report 
Table A4; and 

1.1.5. Multi-year and single-year capital appropriations by municipal 
vole and standard classification and associated funding by source 
as contained In the annual budget report Table AS. 

1.2. The financial position, cash flow budget, cash -backed 

reserve/a ecu mulcted; surplus, asset management and basic service 

delivery targets are approved as set out in the following tables: 

1.2.1. Budgeted Financial Position as contained in the annual budget 
report Table AG} 

1.2. 2 . Budgeted Cash Flows as contained In the annual budget report 
Table A?; 

1 . 2 . 3. Cash backed reserves and accumulated surplus reconciliation as 
contained in the annual budget report Table Aft; 

1.2. 4. Asset management as contained in the annual budget report 
Table A 9; and 

1.2. 5. Basic service delivery measurement as contained in the annual 
budget report Table A 10, 

2, The Council of Ka- iGarib. acting in terms of seal on 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and 
adopts with affect from 1 July 2014 the tariffs for property rate*; 


?7 HJNE 


7 



electricity-; water-; sanitation'; solid waste services and other services 
charges as set out in Annexure A. 

3, To q Eve proper effect to the Municipality's annual budget, the Council of 
Kai 'Garib Municipality approves: 

3,1.1, That the Municipality be permitted to enter into long-term 103051 
for the funding of the capital programmes In respect of the MTREF in 
terms of Section 46 of the Municipal Finance Management Act. 

3.2, That the Municipal Manager be authorised to Sign all necessary 
agreements and documents to give effect to the above lending 
programme, 

4. The provision made for permanent employees reflects the "warm bodies 1 ' 
current on the payroll, except for provider! r or the Following positions 
advertised; 

4.1 Traffic officer 

4.2 Librarian 

4.3 Occupational health and safety official 

4.4 Director Technical Services 

4.5 Manager SC M/E * pend i lure 


5, Provision for temporary contracts has been limited to the sum of the 
current contracts. 


6 Provision of 6.6% salary increase has been made for all the permanent 


and fixed terms employees 



Sections ■ Executive Summary 

The application of sound financial management principles for the compilation 
of the Municipalities financial plan is essential and critical to ensure that the 
Municipal I ty remains financially viable and that municipal services are 
provided sustainably, economically and equitably to a! I communities. 

National Treasury's MFMA Circulars No. 70 r 71 and 72 were used to guide 
the compilation of the 2013/ 14MTREF, 

The following; table Is a consolidated overview of the proposed 
2014/ 15 Medium-term Revenue ann Expenditure Framework: 


Table 1 Consolidated Overview 



2013/2014 

ANNUAL 

BUDGET 

2013/2014 

ADJUST MEN 

T BUDGET 

2014/20 IS 

ANNUAL 

BUDGET 



000 

TOTAL OPERATING REVENUE 

172 372. 

194 338 

207 250 

TOTAL O PER AUNG EXPENDITURE 

152 666 

194 338 

IBS 030 

SURPLUS/! DEF ICIT! FOR YEAR 

19 706 

- 

19 220 

TOTAL CAPITAL EXPENDITURE 

35 653 

21 161 

26 593 


Total operating revenue has grown by 6,64 per cent the 201 4/1 5 financal 
year when compared to the 2013/14 Adjustment Budget. 

Total operating expenditure For the 2014/15 financial year has been 
appropriated at R 207.250 million and translates into a budgeted (hook) 
surplus of R 19,220 million. 

The capital budget of R 26,593 million for 2014/15 is 25.6 per cent more 
when compared to the 2013/" 4 Adjustment Budget. The draft capital budget 
will be funded from Conditional Grants as well as externa! Funding, There lb 
very little scope to accommodate external borrowing levels over the 
medium-term. 


2,1 OflcrJli rtU I EcVCl we St.i rHi-un i ti 


For Kai IGarlb to jm prove the quality of services; provided to its citizens it 
needs to generate the required revenue. In these tough economic times 
strong revenue management is fundamental to the Financial sustainability of 

s 
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this municipality The reality is that we are faced with development 
backlogs and poverty. The expenditure required to address these challenges 
will Inevitably always exceed available funding; hence difficult choices have 
to be made in relation to tariff increases and balancing expen d [Cures against 
realistically anticipated revenues. 


The following table is a summary of the 2Q14/15MTREF (classified by main 
revenue source}; 


Table I - Summary of revenue classified by main revenue source 
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Revenue generated from rates and services charges forms a significant 
percentage of the revenue basket for the Municipality- Rates and service 
charge revenues comprise more than half of the total revenue mix. in the 
2013/2014 adjustment budget, revenue from rates and services charges 
totals R 93.609 million or Si per cent. This increases to RU4.629 million. 
The percentage revenue generated from rates and services charges 
increased to 55 per cent which can be attributed to the share that the sale of 
electricity contributes to the total revenue mix. The above table excludes 
revenue foregone arising from discounts and rebates associated with the 
tariff policies of the Municipality, 
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Operating grants and transfers totals a forecast amount of R 50,?93 million 
in the 2013/14 financial year. The aforementioned amount has a direct link 
to expenditure on ope rational grants, and is only recognized as revenue 
when the conditions of the transfers made has been met. It might differ 
from the grants received. 

The following table gives a breakdown of the various operating grants and 
subsidies allocated to the municipality over the medium term: 

Table 3 Operating Transfers and Grant Receipts 
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Tariff-setting Is a pivotal and strategic part of the compilation of any budget. 
When rates, tariffs and other charges were revised, local economic 
conditions. Input costs and the affordability of services were? taken into 
account to ensure the financial sustainability of the Municipal ity. 

Natlona! Treasury continues to encourage municipalities to keep Increases in 
rates, tariffs and other charges as low as possible. Municipalities must 
justify In their budget documentation all increases in excess of the upper 
boundary of the South African Reserve Bank's inflation target. Excessive 
increases are likely to be counterproductive, resulting in higher levels of 
non-payment. 

The percentage increases of Eskom bulk tariffs are beyond the mentioned 
inflation target. Given that t.nese tariff increases are determined by external 
agencies, the impacts it have on the municipality's electricity tariffs are 
largely outside the control of the Municipality. Discounting the impact of 
these price increase?; in lower consumer tariffs will erode the Municipality's 
future financial position and viability. 

It must also be appreciated that the consumer price index, as measured by 
CPIr IS not a good measure of the cost increases of goods and services 
relevant to municipalities. The basket of goods and services utilised for the 
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calculation of the CPI consist of items such as food, petrol and medical 
series, whereas the cost drivers of a municipality are informed by items 
such as the cost of re mu rtemtlon , bulk purchases of electricity, petrol,, diesel, 
chemicals, cement etc. The current challenge facing the Municipality is 
managing the gap between cost drivers and tariffs levied, as any shortfall 
must be made up by either operational efficiency gains or service level 
reductions 

The proposed tariff increases is set at; 


Property raLes 

- 10 

% 

Electricity 

- 0% 

Water 

- 12 

% 

Refuse Removal 

- 12 

% 

Sewerage 

i2 

% 


Income forgone (Free Basic Services and other rebates) 

The social package assists households that are poor or fade other 
circumstances that limit their ability to pay for services, To receive these 
rebates and tree services the households are required to register in terms of 
the Municipality's Indigent Pulley. At this point the setup of the costing 
system does not provide a system generated split of" the types of robsLes 
granted. 

The total cost of the social package is largely financed by national 
government through the local government equitable share received In terms 
of the annual Division of Revenue Act. 


3.2 Operating expenditure Framework 

The following table is a nigh level summary of the 20l4/20l5budget and 
Ml REF [classified per main type of operating expenditure): 
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Table 4 ■ Summary of operating expenditure by standard classification item 


r-HPr-iulii** 


| 





i U, rji ru^lOM 

j- in J‘+’ 

If SUM 

-■> JWBa 

Hftisa 

S4H1V* 

tdK*-:- jj* 


? 1 l r l >V 

?F=5 


J 1.7 1 r 

Afi^LPTT 


j; L 1 — 1*1 nu'ir.M.r -ib'cA Mil toil 


3-2 PJS flU 


*!*' I** 

itiliv-* 


mr m [U2K*H {F mini m: ra 

4M7 3B1 

,■ ‘<15 HJ 

■j re? '>n: 

+415, rao 

++I-Lhjj 

ifll) ?i: 

l' M : j. i,Vl V- . U‘--.i '■ 



,':Mfcnsji 

SSMlttU 

jn r j*:iFn 

.y^fti.-n- 

Dftj«'rtflML mi?. 







f f wrrjf nn 

7tl«£| 



]~ 

VME1P 

f {:*■?*£. 

Mi i .ffii An lihUII S)*.N* •. 


1 Ukf» 

iiH® 

5 111!. KM 

i Ml] .Ml 

i +i l as) 


iwuy_ 


j 34i an 

Hunan 

smjiii; 

J Oil 3» 

iH.i < mh.: *n',tii 

LT 1X1 Km 

n 1 ui» 

snailrr, 

IL r ;-l fiT 


■ i ■;* .Vi 

C l S 1 TH ACT" l SlAV"! -, 

35JL 3«': 1 

SJJhlSS 

■J , J L ii r. 

a US 33- 

issiJBQ 

‘, i, 1 1 -All 


kll'itX 

11 IJB 

5BBW 


:fi.iji 

reW 

ii n iiasi' :c4*> ‘ i 

£ 1 Lm !-,l 

} ,1?. lUt 



*■ 

, L 


P 

IITOITW- 

1377 04 

■W«J 

iifflin; 

+ sb an 

■I UK SKI 

Of* Ml 1 i.INML 

JEM“1 

’ VH * ' 

iUffiJS 

;S TffiiTn 

l-.lmWil 

_asi* > 

f ■ ~£ti - *' I'wiiiL' rii'i h- r ,-:m 

I rn.r i i.u | ru OF AWI IT 






- 

i£id i'lS^AL f riiA 1 ! 1 

lu! -- 


iMIMUi 


IJUMCH-HU- 


■|h|' T-^EPL-ir^ii-KrAl r HA Kir EH!:- 







..■rii|H iiM Miii',. inMnl i >: 







lOl> M .HUE 



-fl 

IlLSin 


ig |ii mf 


The budgeted allocation for employee related costs for the 2D 13/14 financial: 
year totals R 63.440 million, which equals 33 percent of the total operating 
expenditure. This percentage increases to 39 per cent on the budget for 
2014/2015, Based on the guidelines provided by National treasury, salary 
increases have been factored into this budget at a percentage increase of 
6,80 per cent for the 2014/15 financial year. An annual increase of 6.4 per 
cent has been included in the two outer years of the Ml REF, 


The cost associated, with the remuneration of councilors is determined by the 
Minister of Co-operative Governance and Traditional Affairs in accordance 
with the Remuneration of Public Office Bearers Act, 1996 (Act 20 of 1998), 

The provision of debt impairment was determined based on the cash 
collection for a preceding 12 months, 

Provision for depreciation and asset impairment has been informed by the 
asset register and proposed capital budget- Depredation is widely 
considered a proxy For the measurement of the rate asset consumption. 
Budget appropriations in this regarc total R7.255 million For the 2D14/16 
financial and equates to 3-8 per cent of the total operating expenditure. 
Finance charges consist primarily of the repayment of interest on long-term 
borrowing [cost of capital). Finance charges make up 0.5 per cent (R 1 . Q L 1 
million) of operating expenditure excluding annual redemption for 2014/1 5. 
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Bulk purchased are directly Informed by the purchase of electricity from 
Eskom, The annual price ncreases have been factored Into the budget 
appropriations and directly Inform Che revenue provisions. The expenditures 
include distribution losses. Bulk purchases make up 23,5 per cent {R44.300 
million) of operating expenditure for the 2014/20 i S financial year. 


The following table gives a breakdown 
the 2014/15 financial year 



f the main expenditure categories for 

1 

■ IH.MiljMKAIION 

■ U MU N£ RATION Of 
COUNCILLORS 

■ IMPAIRMENT .USSES 

■ nrpitF.c:ATin« 

■ atpairsand 
MAINTENANCE 

INTEREST PAIU 


Figure 1 - Main operational expenditure categories for the 2QI4/15 
financial year 


Repairs and maintenance 

in terms of the Municipal Budget and Reporting Regulations, operational 
repairs and maintenance is not considered a direct expenditure driver hut an 
outcome of certain other expenditures, such as remuneration, purchases of 
materials end contracted service* At current the Municipality cannot report 
on the outcome of the different cost drivers combined to Repairs and 
maintenance. The table below provides a breakdown of the repairs and 
maintenance in relation to asset class and reflects only purchase of materials 
end some contracted services. 
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Capita? expenditure comprises mostly MIG related projects, The only 
additions? expen ditu re relates to IT software and hardware, ofHce 
equipment, toots and equipment as well as the replacement of some of the 
service delivery vehicles. See attached Schedule 


Section 4- Overview of budget related -policies 


The Municipality's budgeting process is guided and governed by relevant 
legislation, frameworks, strategies and related policies, 


The following policies are to be reviewed, 


1, Virement 

2, Investment 


3. Cash Management 

4. Supply Chain Management 

5. Administration and Management of Indlgents 

6. Customer Care, Credit Control and Debt Collection 

7. Tariff 

g, Assessment Rates 

9. Transport allowances for Essential Users 

10. Fleet Management 

11. Fisted Assets 

12* Traveling & Accomodation 

13* Official Vehicles 
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Section 5 - Overview id liutlfici a^suiiiplions 


3.1 External factors 

Kai IGarib' income ba&e comprise of mostly residential consumers and rate 
payers of which a a material percentage are retired people with a fixed 
monthly Income, 

Escom price increases is an external 1 factor that Council has no control over. 

3.2 General inflation outlook and its impact on the municipal 
activities 

There are five key factors that have been taken into consideration in the 
compilation of the 201 i/12 MTREF: 

- National Government macro-economic targets; 

The general inflationary outlook and the impact on Municipality's 
residents and businesses; 

► The impact of municipal cost drivers; 

The increase in prices for bulk electricity; and 

- Thu i n crea se i n l h e cost of remune ratio n . 

Employee related costs comprise 35 per cent of total operating 
expenditure In the forecast for the 2014/15 financial year and 
therefore this increase above inflation places a disproportionate 
upward pressure on the expenditure budget- 

3.3 Interest rates for borrowing and investment of funds 

The MFMA specifies that borrowing ran only be utilised to fund capital or 
refinancing of borrowing in certain conditions. Collection rate for revenue 
services 

The base assumption is that tariff and rating increases will increase at a rate 
slightly higher that CPI over the long term. It is also assumed that current 
economic conditions, and relatively controlled inflationary conditions, will 
continue For the forecasted term, 

The rate of revenue collection is based on the cash collections of the 
preceding 12 month period, 

3.4 Salary increases 
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A salary increase of 6.BD per tent across Hie board, 


Section 6 - Overview ol budgct funding 


4,1 Medium-term outlook: operating revenue 

The following cable is a breakdown of the operating revenue over the 
medium- term: 

Breakdown of the operating revenue over the medium-term 

The following graph Is a breakdown of the operational revenue per main 
category for the 2014/15 financial year 


m fifClT'-j IT 


■ •iMU'J 

-QflV XftNl: if.-h-.-Pnv 
UHPMfflTtDNM. 

1 . ■ .N ! & iUUWQII ■■ 
COMl>rBNW 

IftttKiVI tA»MO: 

Ql ITTONEHMi 

OTlO 


Figure 5 - Breakdown of operating revenue over the 2013/14MTREF 

Tariff setting plays a major role in ensuring desired levels of revenue. 
Getting tariffs right assists in the compilation of a credible and funded 
budget, The Municipality derives most of its operations^ revenue from the 
provision of goods and services such as water, electricity, sanitation and 
sohd waste removal. Property rates, operating grants from organs of state 
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and other minor charges (such as building plan fees, licenses and permits 
etc). 

The proposed tariff increases for the 201^/15 M T REF on the different. 


revenue categories arc-. 


10 % 
0 % 
12 % 
12 % 
12 % 


* Property rates 

* Electricity 

* Water 

* Refuse Removal 

* Sewerage 


Section 7 ■ Municipal manager's quality certificate 

I Gilbert Lategan, Acting Municipal Manager of Kai IGarib Municipality, 
hereby certify that the annual budget and supporting documentation have 
been prepared In accordance with the Municipal Finance Management Act 
and the regulations made under the Act, and that the annual budget and 
supporting documents are consistent with the Integrated Development Plan 
of the municipality. 


Print fslame 


Municipal Manager of Kai IGahb Municipality 
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